FAYETTE COUNTY SCHOOL DISTRICT
SCHOOL ACTIVITY FUNDS

FINANCIAL STATEMENTS
AND
AUDITOR'S REPORT

June 30, 2003



FAYETTE COUNTY SCHOOL DISTRICT
SCHOOL ACTIVITY FUNDS

FINANCIAL STATEMENTS AND AUDITOR'S REPORT
June 30, 2003

Independent AUItOr'S REPOIt..................c.oo.oouvoeemeesee oo 1
Combined Statement of Receipts, Disbursements and
FUND BalANCES...............ooiiiii e e 2
Notes to the Combined Statement of Receipts, Disbursements
and FUNd BalaNEes ..o ee oo 3
Supplementary Financial Information
Independent Auditor's Report on Supplementary Financial Information .......................... 4
Supblementary Schedules of Receipts, Disbursements and
Fund Balances by School and by Activity
High Schools:
Bryan Station ..o 5
Eastside Center for Applied TEChNOIOGY .......c..v. oo 6
HENMY ClaY ...t 7
Martin Luther KINg ACBAIMY .........o.oo.ovueeceece e ee e 8
Lafay@tte ..o e e 9
Paul Laurence DUNDAN.............co.vieieiueeeceeee oo oo 10
Southside Center for Applied TEChNOIOGY .. ........ov.eeereoeeeeeeeeoeeoeooeooeoeoo 11
TAtES CrEEK ...t 12
Middle Schools:
BeaUMONT ... e e e e 13
Bryan SEatIon ......... ..o e 14
CraWTOTT ...ttt e et 15
JESSIE M. Clark ..o 16
LE@BIOWN ...t 17
Lexington Traditional Magnet ...............c.co.ovuiveooeeeeee e 18
MOTION ..ottt 19
SOUNBIMI ..ot 20
TAES CrBOK ...t et 21



FAYETTE COUNTY SCHOOL DISTRICT

SCHOOL ACTIVITY FUNDS - CONTINUED
FINANCIAL STATEMENTS AND AUDITOR'S REPORT
June 30, 2003

Page
Elementary Schools:
The Academy at LeXington .........o.eiuouueueieeeee oo, 23
ATINGION Lttt ettt 24
ASHEANG..........o et 25
ANBNS ..ottt oo 26
Booker T. WashinGlon ..o 27
Breckinmage. ...t 28
Cardingl ValIBY..........c.ovovrmeeiieee et oo 29
CaSSIAY ...t e 30
ClAYS MIll ...ttt ettt e 31
DIEBD SPIINGS ...ttt et 32
DS MAGNEL.........ceiieee et 33
GArdeN SPIINGS ..ottt ee et e e ee e eee e oo 34
GEBNUOVET ...ttt e e e e e et ee e oo 35
HRITISON ... 36
JAMES Lane AlEN ..ot 37
JONNSON e 38
JUIE R EWAN ... e 39
JUIUS MIATKS ... ettt e e s oo 40
LBNSUOWNE ...t ettt e e et et e e e e e e ee et e 41
LINIBE ... et oot 42
Mary Todd ..o ettt oo 43
MEXWEIL ...t et e e ee et 44
MEATOWINOMDE ........ociiiiiiieee ettt s oo 45
IVHITCFEEK ...ttt et 48
INOTENEINL ...ttt e 47
PICAUOME. ...ttt et e et er s e e e et e 48
ROSA PATKS ... e ettt 49
RUSSEIL ... e ettt et e 50
RUSSEII CAVE.....c.ocveee e e er et oo 51
School for the Creative and Performing Arts
AEBIUBGIASS. ... 52
SOULNBIN ..ot er et et e eee e 53
SUUIMS ...t ettt ettt et et et ee et oot s e et 54
SEONBWAIL ...ttt ee e et 55
TAES CTBOK ..ottt ettt e ee oot e, 56
VBEEIANS PATK.......oviviiiecei ettt e e e eee e oo, 57
YALES .o e ettt 58



Specific Recommendations and Comments for School
Activity Funds

............................................................................................................

..................................................................................................



INDEPENDENT AUDITOR'S REPORT

To the Members of the Board of Education of
Fayette County School District
Lexington, Kentucky

We have audited the accompanying combined statement of receipts, disbursements and fund
balances of the School Activity Funds of the Fayette County School District for the year ended
June 30, 2003. This financial statement is the responsibility of the District's management. Our
responsibility is to express an opinion on this combined statement of receipts, disbursements and
fund balances based on our audit.

We conducted our audit in accordance with generally accepted auditing standards and
Government Auditing Standards. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the combined financial statement is free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the combined financial statement. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
combined financial statement presentation, We believe that our audit provides a reasonable basis
for our opinion.

As discussed in Note A to the combined statement of receipts, disbursements and fund balances,
the combined financial statement referred to above was prepared on a modified cash basis of
accounting, which is a comprehensive basis of accounting other than generally accepted
accounting principles.

In our opinion, such combined statement of receipts, disbursements and fund balances presents
fairly, in all material respects, the receipts, disbursements and fund balances of the School Activity
Funds of the Fayette County School District for the year ended June 30, 2003, on the basis of
accounting described in Note A,

Coptadn Pt ¢ Busay, Pi

Lexington, Kentucky
September 23, 2003
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FAYETTE COUNTY SCHOOL DISTRICT
SCHOOL ACTIVITY FUNDS

NOTES TO COMBINED STATEMENT OF RECEIPTS, DISBURSEMENTS
AND FUND BALANCES

Year Ended June 30, 2003

NOTE A - FUND STRUCTURE AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Fund Structure - The Fayette County School District ("District") School Activity Funds (the
"Activity Funds") provide funding for programs to supplement the activities provided by the
District. The District prescribes policies for the supervision and administration of the
Activity Funds, which constitute a component unit of Education (the "Department”) as set
forth in the Kentucky Department of Education’s publication "Accounting Procedures for
Kentucky School Activity Funds". Salaries for the treasurers of Activity Funds and other
administrative support are paid by the District and recorded in the District's general fund.

Schools generate revenue for the Activity Funds primarily from athletic event admissions,
fund raising projects, donations and allocations from the District.

Basis of Accounting - The accounting records of the Activity Funds are maintained on a
modified cash basis method of accounting as permitted by the Department as set forth in
its publication “Accounting Procedures for Kentucky School Activity Funds”.

Encumbrances - Encumbrances are reported as a reservation of fund balance. They are
not reported as expenditures until paid.

NOTE B - FUTURE FUNDING

Funding for the Activity Funds is generally dependent upon the fund raising ability of the
students, parents and others in the schools and the success of other programs.
Continuation of the various activities in each school is predicated upon the ability of
students, parents and others to raise funds, the students' intent to continue their activities
and the District's continued support of these activities.
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INDEPENDENT AUDITOR'S REPORT ON SUPPLEMENTARY FINANCIAL INFORMATION

To the Members of the Board of Education of
Fayette County School District
Lexington, Kentucky

Our report on our audit of the combined statement of receipts, disbursements and fund balances
of the School Activity Funds of the Fayette County School District for the year ended June 30,
2003 appears on page 1. We conducted our audit for the purpose of forming an opinion on the
combined statement of receipts, disbursements and fund balances taken as a whole. The
supplementary schedules of receipts, disbursements and fund balances by school and by activity
are presented for the purpose of additional analysis and are not a required part of the combined
statement of receipts, disbursements and fund balances. These supplementary schedules are the
responsibility of the District's management. Such supplementary schedules have been subjected
to the auditing procedures applied in our audit of the combined statement of receipts,
dishursements and fund balances and, in our opinion, are fairly stated in all material respects, on
the basis of accounting discussed in Note A to combined statement of receipts, disbursements,
and fund balances,

O infendsy W“JJW Brasnty b5

Lexington, Kentucky
September 23, 2003
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SPECIFIC RECOMMENDATIONS AND COMMENTS



REPORT ON INTERNAL CONTROLS

Kentucky State Committee for School District Audits
Members of the Board of Education of

Fayette County School District

Lexington, Kentucky

In planning and performing our audit of the financial statements of the Fayette County School
District as of and for the year ended June 30, 2003 we considered the District's internal control
structure to determine our auditing procedures for the purpose of expressing an opinion on the
financial statements and not to provide assurance on the internal control structure.

However, during our audit we became aware of certain items that are opportunities for
strengthening internal controls and operating efficiency of the Fayette County School District
Activity Funds. The memorandum that follows this letter summarizes our comments and
suggestions regarding these items. A separate report dated September 23, 2003 contains our
- report on the District's internal control structure. This letter does not affect our report dated
September 23, 2003, on the financial statements of the Fayette County School District as of and
for the year ended June 30, 2003.

 We will be pleased to discuss these comments in further detail at your convenience, to perform
any additional study of these items, or to assist you in implementing the recommendations.

This report is intended for the information of the Kentucky State Committee for School District

Audits, the School's management and the members of the Board of Education of Fayette County
School District.

d“‘W,ijﬁg' f Braostes, P50

Lexington, Kentucky
September 23, 2003
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FAYETTE COUNTY SCHOOL DISTRICT

SPECIFIC RECOMMENDATIONS AND COMMENTS FOR SCHOOL ACTIVITY FUNDS

Year ended June 30, 2003

ANNUAL REPORT

1.

There should be no deficit balance in any subaccount or account as evidenced on the fund
individual ledgers. '

RECEIPTS

2. Receipts should be consecutively pre-numbered like checks and used in order.

3. Teachers should deposit receipts with the bookkeeper on a daily basis,

4. Ali money shall be given to the Central Fund Treasurer. Receipts should be posted to the
EPES system daily. Money collected in excess of $100 must be deposited daily. In the
event that receipts collected are less than $100, they may be deposited on a weekly basis.

5. Ticket sales sheets should reconcile tickets used to cash collected and be signed by
appropriate personnel.

DISBURSEMENTS

6. Ali checks should be countersigned by authorized individuals. Checks should not be
signed by an individual who is not authorized or signed with a signature stamp. Checks
containing one signature should not be signed after the checks clear the bank.

7. Disbursements should be supported in total by standard or vendor invoice. All
disbursements should have supporting documentation which clearly indicates the nature of
the transaction.

8. Vendors should be paid from invoices, not statements or purchase orders.

9. All voided checks should be filed with cancelled checks in numerical sequence or attached
to the check stub and the signature portion should be removed. Stop payment orders
should also be retained.

10. Invoices should be cancelled upon payment. This provides for file documentation and will

help to avoid possible double payment of an invoice. Paid invoices should bear the
corresponding check number.
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FAYETTE COUNTY SCHOOL DISTRICT

SPECIFIC RECOMMENDATIONS AND COMMENTS FOR SCHOOL ACTIVITY FUNDS -

CONTINUED

Year ended June 30, 2003

11.

The principal should indicate approval by signature on all vouchers for payments, pre-
authorized purchase orders, standard invoices and vendor invoices.

12. Voided checks should be posted as negative disbursements, not receipts.

13. Schools are exempt from the payment of sales tax. A copy of the Purchase Exemption
Certificate is to be sent to any vendor requesting one. Employees purchasing items for the
school cannot be reimbursed for erroneously paying sales tax.

14. The balance in the non-profit account should be zero at year end. All funds collected
should be remitted to Central Office.

POLICIES

15. A bank reconciliation and financial report should be prepared on a monthly basis and the
principal should review and approve for accuracy. Both the principal and the bookkeeper
should sign the reports and submit timely for district review per Board policy.

16. The Principal should receive the bank statements unopened and review them for
reasonable activity. Review the cancelled or facsimile imaged checks for proper signatures
and initial and date the bank statements before passing to the fund treasurer for
reconciliation.

17. Club or organization fundraisers should be approved by the principal and monitored using

the Fund Raiser worksheet.
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FAYETTE COUNTY SCHOOL DISTRICT
MANAGEMENT RESPONSE

Year ended June 30, 2003

As part of the Kentucky Education Reform Act { KERA) legislation, the Principal and the School Coungil have
primary responsibility for school activity funds oversight; with the Principal as the administrator and custodian
of the funds. The councit receives and approves monthly financial reports at regularly scheduled public
council meetings. Funds that are raised for a specific purpose that have a sponsor, manager or coach, such
as the academic team, can only be used for the purpose intended and require the sponsor signature -on all
expenditures in addition to the Principal. The Fayette County Schools Board of Education (FCBE),
Superintendent, Treasurer and Internal Auditor receive monthly financial reports from -all 54 sites for review
and referral. The Financial Services Department and the Internal Auditor provide continuous support as a
result of these reports and when requests for assistance and training as needed is demonstrated.

The FCBE receives school activity fund budgets through the district Budget Office. These budgets are
approved by the Principal and the School Council and are reflective of the school plan for enhanced student
achievement.

The district uses the EPES financial software package for school activity funds that has a uniform accounting
module and an-integrated purchase order module to provide a district standard that is consistent throughout
the district and enhances internal control. The district support technology resources fund this initiative that
includes annual maintenance support, upgrades and 800-phone help line. Also annually a professional
trainer comes to the district for an EPES training day for bookkeepers and also a training day for principals
and bookkeepers to understand and use the Kentucky Department of Education manual, Accounting
Procedures for Kentucky Schoo! Activity Funds that regulates the management of these funds. This training
is required for all staff new to the district or to the affected positions of responsibility and may be attended by
management referral or requests as space permits.

As areas for strengthening internal work practices arise, such as in this audit, they will be discussed with the
principal by central support staff. Then an action plan to strengthen these areas will-be developed with the
help of the school director. When needed, the area of increased awareness of fiscal responsibility will be
incorporated into the staff annual growth plan. Also the intemal auditor monitors scheols through sampling
during the year based on the audit comments and accepted intemnal control practices as referenced in the
state and district manuals, policies and training. Five school directors monitor this area through their support
and evaluation with Principals by referrals, suggestions, and recommended training when applicable. Sound
fiscal management is an evaluation indicator for principals. :

A staff person in financial services has a primary responsibility for oversight of the school activity funds

reports and refers schools for assistance as needed. The disfrict has a continuous monitoring and support
plan in place for the school activity fund accounts.
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FAYETTE COUNTY SCHOOL DISTRICT

SPECIFIC RECOMMENDATIONS AND COMMENTS FOR SCHOOL ACTIVITY FUNDS

Year Ended June 30, 2003

Annual Report |

Recsipts

{ Disbursements

[Policies

2

3

4

5 6 7 8

2]

13

14

15

16

17

Academny

X

Arlington

X

Ashland

Athens

Beaumont

Booker T. Washington

x|

Breckinridge -

Bryan Station Middle

Bryan Station High

Cardinal Valley

Cassidy

Clays Mill

Crawford

Deep Springs

b e od B Pl

Dixie

Eastside Center

Garden Springs

Glendover

Harrison

Henry Clay

James Lane Allen

Jessie Clark

Johnson

Julia R, Ewan

Julius Marks

Lafayette

Lanpsdowne

Leestown

Lexington Traditional

Linlee

x|=

King Academy

o I P P Pl

Mary Todd

Maxweli

b4 B B < B Y

Meadowthorpe

Millcreek

Morton

>

Northern X

Paul L. Dunbar

Rosa Parks

Picadome

Russell

Russell Cave

SCAPA

x>

Southem Eiementary

Southern Middle

Southside Center

Squires

Stonewail

K>

Tates Creek Elementary

Tates Creek Middle

Tates Creek High

Veterans Park X

Winbum

Yates

X - COMMENT APPLICABLE
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